Abstract: This paper gives an overview of foreign direct investment (FDI) in South Africa from 1980 to 2017. It highlights trends in FDI inflows, reforms that have been implemented to date, and challenges that need to be addressed in order to increase the FDI inflows into the country. Government reforms on FDI have been two pronged. Firstly, there are policies that are aimed at creating a strong competitive industry and a strong industrial base for investment. Among such policies are trade liberalisation policies, multilateral and regional integration policies, supportive industrial policies, and bilateral trade agreements. Secondly, there are policies that directly target the FDI investment. These policies include, amongst others, investment incentives, regulatory reforms, exchange control relaxation, and Bilateral Investment Treaties (BITs) reforms. The findings from this study show that FDI inflows have increased significantly from 1990 although they still remain depressed.
Introduction
Foreign direct investment (FDI) plays a crucial role in countries that have a low domestic savings rate like South Africa, by increasing the stock of capital formation for investment. FDI also has other positive direct effects such as creation of job opportunities that benefit the locals. FDI also brings technology which is important in increasing efficiency in production, competitiveness of the economy and quickening of the host country"s economic integration into the global world. This makes FDI important to South Africa as a source of growth needed for the
Foreign Direct Investment Reforms in South Africa
The policy reforms that were taken in South Africa were broad and the thrust was on direct policy interventions to harness FDI and the creation of a conducive industrial environment that supported new and established investments. A number of policy initiatives were undertaken to harness FDI. The Government took a gradual approach on the liberalisation of the trade and capital account to boost investment from domestic and foreign sources. This approach gave time for domestic agents and the economy to adjust to the liberalisation and a smooth transition has been realised (Hviding, 2006) . The gradual approach ensured that the economic capacity was able to withstand shocks and competition arising from liberalisation. In 1995 the financial rand was removed on non-residents but the ability to borrow and lend in foreign exchange was maintained. The financial rand was introduced in 1985. During the time the financial rand was in effect, all non-residents were obliged to deposit their proceeds from investments in the financial rand account (Hviding, 2006) . The removal of the dual exchange rate was a positive step in attracting foreign investment. The export surrender requirement period was adjusted upward from 1995. Initially export proceeds surrender period was 7 days and the period was gradually increased to 30 days in 1996 and to 180 days in 1998 (Hvding, 2006) . The relaxation of the surrender period was a positive step for exporting companies and the general environment of operation which is an important factor for attracting new investment. The Competition Act 89 of 1998 has undergone amendments to align its role to industry development. The act established a Competition Commission which is assigned the responsibility of investigating and controlling abuse of dominant positions and mergers. The act also makes a provision for the establishment of a ISSN: 1584-2339; (online) ISSN: 2285 -3065 Web: publicatii.uvvg.ro/index.php/studiaeconomia. Pages 33 -53
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Competition Tribunal and Competition Appeal Court that together make an important contribution to competition regulation. The act aims to address unjust practises that would prevent full participation in the economy of all South Africans (Competition Commission, 2015) . The Government took steps to advance trade liberalisation as a way of stimulating the country"s participation in the global economy through trade. Prior to 1994, attempts to liberalise in the 1980s were abandoned due to balance of payment pressure (Hviding, 2006) . This resulted in restrictive policies aimed at minimising foreign currency outflow. Thus the trade policies that the Government inherited were restrictive with complex tariff structures. Policy changes were made to the trade regime to integrate the South African economy into the global economy. Trade liberalisation that took place in the 1990s aimed at increasing trade. Trade liberalisation removed quantitative restriction and export subsidisation and replaced them with ad valorem tariff structures (Hviding, 2006) . This resulted in the removal of quantitative restrictions by 1998 (Hviding, 2006) . A gradual reduction in tariff rates and the removal of export subsidisation were introduced to improve trade. Government also entered or strengthened trade agreements with regional partners and international relations (Hviding, 2006) . South Africa introduced Industrial Development Zones (IDZ) in 2000 through the Manufacturing Development Act of 1993. The formation of IDZ was aimed at attracting foreign direct investment and export orientated industries especially in the manufacturing sector (Erasmus, 2011) . Existing IDZ are East London, Coega, Richards Bay, Saidanha and Dube Tradeport. IDZ provided industrial space strategically located with great economic value. Investors wishing to operate a business in the IDZ obtain an operating permit from the Minister of Trade and Industry (Erasmus, 2011) . A review of the IDZ showed a limitation that IDZ were located in areas adjacent to a sea port or an airport thus excluding other regions with industrial potential but that could not meet the criteria (DTI, 2012). In 2001 the limit on outward investment was increased to R500 million and the amount was later revised to R1 million in 2003 (Hvding, 2006 . All these reforms opened the South African economy to the international community. One of the objectives was gaining foreign capital that would increase capital stock for economic development, skills and technological spill over to local firms (National Treasury, 2011). The industrial policies in South Africa support a vibrant and coherent policy framework aligned to broad economic growth agenda and create a clear space for new investment contribution. The National Industrial Policy Framework (NIPF) adopted in 2007 provided for a general framework for the Industrial Policy Action Plan (IPAP). The NIPF"s thrust is on diversification of South African industry and less reliance on traditional commodities, thus building a knowledge based economy 
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The Government entered into a number of bilateral investment treaties (BITs) to stimulate investment after independence. These agreements were negotiated to protect outward FDI and provide a framework for inward foreign direct investment. This window is open to domestic and foreign investment projects and targets capital investment and training. On capital investment, the tax allowance given depends on the points that a project scores, which range from one to a maximum of eight. A project that scores 7 points or more is classified under preferred status and gets an investment allowance of R900 million if it is Greenfield or R550 million if it is Brownfield (DTI, 2015a). Low investment allowance is offered to projects that score less than 7 points (DTI, 2015a). An additional R36 000 per each permanent employee is deductible from taxable income as an incentive for the training of employees. To date, the DTI has reported a total of 50 projects that have been supported with a rand value of 16 billion (DTI, 2015a). 
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backgrounds that make its composition rich and capable of giving sound recommendations. To align the IDZ with national economic policy dynamics, global environment and addressing the limitation of IDZ, Special Economic Zones (SEZ) were introduced. In 2014 the SEZ Act was passed. The SEZ Act of 2014 provides for the designation; operation and management of SEZ and the establishment of the SEZ Advisory Board which regulates and supervises SEZ permits. A fund was also established to support developmental projects within the SEZ. The purpose of the SEZ is to provide a clear predictable investment framework, and expand support services beyond infrastructure (DTI, 2015b). SEZ offers incentives like the IDZ although these have been expanded (DTI, 2015b). Incentives offered include preferential corporate tax of a 15%, building allowance, employment and training, the 121 Tax Allowance aimed at supporting greenfield FDI and brownfield FDI. The DTI is in the process of establishing a one-stop-shop for SEZ. The one-stop shop will facilitate investor access to permits by reducing the steps needed in the approval process by exercising parallel approval; provide aftercare to existing businesses; help in planning, financing and environmental compliance (DTI, 2015b). 
Methodology and empirical data
This study is based on a desk top review of policy documents from various government sources and international sources on the policies which have been reigned by the South African government, aligned to promoting foreign direct investment flows. Among such policy documents were policy documents that focused on direct interventions to promote FDI inflows and those that focused on indirect FDI support through creating a lucrative environment for foreign investment. In support of the policy review, statistics are drawn from different data bases to show the trends in FDI. Foreign direct investment and gross domestic investment figures are obtained from World Bank development indicators. Greenfield and FDI inflows as a percentage of FDI inflows are extracted from Organisation for Economic Co-operation and Development (OECD) data base. Further, in an effort to position South Africa in relation to its trade partners; Brazil, Russia, India, China and South Africa (BRICS) FDI inflows were extracted from OECD. The FDI"s response to a myriad of FDI policies implemented is reflected in FDI inflows and the associated discussions. Also discussed are the challenges that South Africa still has to content with in the initiative to improve FDI inflows.
Empirical results
The results and discussion on FDI policy reforms are divided into two. Firstly, the trends in FDI inflows are discussed followed by a brief comparison of FDI inflows with other BRICS countries. Secondly, a discussion is provided with more emphasises on the challenges that South Africa has to content with in the fight to promote FDI inflows into the country.
Foreign Direct Investment Trends in South Africa
In response to the policies that the South African government rolled out in support of FDI inflows, FDI inflows into South Africa remained depressed from 1980 to 1994. FDI inflows increased gradually from 1994, although the period was characterised by huge fluctuations. 
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South Africa experienced a general increase in FDI inflows, the values remained very low in comparison to other BRICS countries. The National Planning Commission in its Diagnostic Report highlighted inadequate and under maintained infrastructure as a challenge in the advancement in economic growth and development (The Presidency, 2011). The distance between South Africa and its trading partners also increases the need for an efficient transport network that reduces the cost of exports. This is worsened by Africa"s poor infrastructure network (The Presidency, 2011). Poor infrastructure network negatively affects investor decisions to settle in South Africa. Infrastructure is an important factor that foreign investors consider when investing in a country (Borenstein et al., 1998).
Challenges in Increasing Foreign Direct Investment in South Africa
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South Africa faces a challenge of skills shortage which is negatively affecting investment (The Presidency, 2015b). The Government has put in place programmes to develop skills of the workforce in South Africa with the Department of Labour championing the programmes. The Amended Skills Development Act of 2003 provides a framework for skills development. The purpose of the act is to develop skills in the workforce; increase investment levels in education and training; establish a National Skills Authority and National skills Fund; the establishment of the Sector Training and Education Authority and learnership agreements. South Africa has a large pool of unskilled labour which partly contributes to the high unemployment rate which stood at 24.3% in 2014 (South Africa Reserve Bank, 2015). This calls for more government initiatives. Restrictive labour market policies in South Africa increase the cost of doing business in South Africa which negatively affects investment (The Presidency, 2011). Labour policies in South Africa are protective of the employees making firing cost high. The Government regulates the labour market to protect employees, support equity and general health and safety (Government Communication and Information System, 2010). A study carried out by IMF (2005) showed labour market rigidities are associated with high unemployment. Burdensome administration and regulations of FDI are a challenge in South (National Treasury, 2011). Harmonisation of licensing, the authorisation process and sectorial regulations help to reduce administration costs on FDI (National Treasury, 2011). Systematic coordination of different departments that are in the approval process will also shorten the time to actual capital inflow. Reporting of foreign activities also needs to be coordinated to avoid duplication of information compliance by different departments. Regulations play an important role as a deterrent to bad business ethics and also as an incentive to foreign and domestic investment (Busse and Groizard, 2006).
Conclusions
The paper has given an overview of the FDI inflows into South Africa and has highlighted the reforms that have been implemented since the 1980s. The study has also discussed the results of the study divided into the trends in FDI and the challenges that South Africa still need to contend with to increase FDI inflows. The policies government availed focused on attracting FDI from two fronts. The first front focused on creating a conducive investment climate for investment with policies including trade liberalisation, exchange control relaxation; regional integration and industrial policy. The second policy thrust was a direct policy intervention on FDI and policies advanced in this category included capital account liberalisation; BITs reforms; regulation reforms and investment incentives. These reforms have resulted in a gradual increase in FDI inflows in South Africa. FDI
